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FHA PROJECT TO BE FORECLOSED FEBRUARY 26 


ANHASSETT VILLAGE is a large scale housing project comprising 354 
apartment units built by private enterprise in a small municipality 


adjoining the City of St. Louis, Mo. The project was financed by 
private capital and a loan of $1,600,000 made by the New York Life Insur- 
ance Company and insured by the Federal Housing Administration under Title 
II of the Housing Act. The corporation which promoted this undertaking 
had as its principal stockholders two women secretaries of the architect 
and the contractor who designed and built the project. 


The appraised value and the financial set-up which formed the 
basis of the mortgage loan and received the approval of FHA appraisers as 
complying with government standards and the requirements of the Housing 
Act are as follows: 


APPRAISED VALUE 











e Value of Land 171,000 
Value of Improvements Incl. Architect's 
Fees, Ftc. 1,845,000 
TOTAL VALUE 2,016,000 
AVAILABLE FUNDS 
Original Cost of Land 44,000 
Improvement to Land, Utilities, Walks, 
Drives, Etc. 50,000 
Promoters! Write-Up of Land Value 77,000 
TOTAL LAND VALUE 171,000 
Cash Equivalent--Stock Rec'd by Architect and 
Constractor in lieu of Cash 245,000 
Mortgage Loan 1,600,000 
TOTAL FUNDS AVAILABLE 2,016,000 
The project is located in the City cf Richmond Heights in St. 
Louis County, a suburb of about 12,000 population, adjoining St. Louis on 
the west, dependent upon St. Louis economically, and an integral part of 


Greater St. Louis. 
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(continued on the fo 


Situated approximately eight miles west of the downtown district 
of St. Louis, with splendid boulevards to ¢give *1t good accessibility to 
& all parts of St. Louis and St. Louis County, property is considered in 
a good but premature locality for a resident? ‘velopment. Since it is 
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in an undeveloped section of Richmond Heights mass transportation is not 
now available to the project; the closest bus and street car lines are a- 
bout one and a quarter miles distant, and until further development in 
this general locality brings other transportation, the owners of the pro- 
ject operate a private bus line to public street cars and busses and also 
to a public school located about three quarters of a mile from the pro- 
ject. This private bus line operates on a half hour schedule and offers 
free transportation to the occupants of Manhassett Village. 


The site, containing 21 acres, is located on high ground ina 
beautifully wooded section and is well suited in size and topography to 
residential development, with considerable protection from any future ad- 
verse environment. if such should occur. The site has been improved with 
walks and drives, lawns and some shrubs, in addition to essential utili- 
ties, such as sewers, water, gas, electricity and telephones. A play- 
ground is laid out on the site for use of children living in the project. 


The small sketch on page 39 shows the layout of the site and the 
principal improvements of Manhassett Village. Seven three-story walk-up 
apartment buildings contain 354 apartment units, and five buildings con- 
tain 220 separate unheated garages. 


Of the 354 units, 60 contain three rooms and bath each, and 294 
contain four rooms and bath each. About half of the apartments of the 354 
have cross ventilation. Ample courts give all units privacy and good ex- 
posure. All rooms are of adequate size and all units are designed with 
adequate wall space and closets. There is nothing pretentious in the de- 
sign, layout, construction, equipment or decoration of the apartments.Con- 
struction is considered average and of the type commensurate with its 
rental class. Equipment iurnished tenants includes gas stove, mechanical 
refrigeration, laundry and incinerator facilities. Due to the failure of 
the original design to comply with State laws, it became necessary for the 


owners to provide 62 fire escapes after the project was completed, at an 
additional cost. 


The great distance between the group of garage buildings is of 
considerable inconvenience for tenants, especially during bad weather. 
This inconvenience and the lack of near-by transportation are adverse in- 
fluences which will be reflected in a low-rent level compared with apart- 
ments without these inconveniences. 


Construction on this project was started soon after the contract 
was let on February 27, 1938. A year later the project was completed, and 
about 60 units were rented. On February 26, 1940, there are 113 apartments 
rented and 241 vacant. Of the units now rented, 52 out of a total of 60 


are of the three room type, and only 61 out of a total of 294 are of the 
four room type. 


The monthly rents now being asked are $45.00 for the three room 
units, $49.00 for the four room units without cross ventilation and $51.00 
for the four room units with cross ventilation, although some units are 
now rented at less than these rents, due to concessions. These rents in- 

















LAYOUT OF MANHASSETT VILLAGE 


RICHMOND HEIGHTS, MISSOURI 
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clude unheated space for storage of one car, apartment heat, hot and cold 
water, janitor service, locker space, and the use of laundry space and 
equipment; the tenant, however, pays for all electricity and gas consumed 
in both the apartment and laundry. 


In the appraisal of this project, which is in direct competition 
with apartments built by private enterprise for the sole purpose of their 
worth as investments, its worth as an investment should be determined upon 
the basis of a private enterprise project, without any consideration being 
given either the powerful influence of the government or the comparatively 
slight interest and promotional nature of its ownership. 


It is doubtful if the present rent schedule represents the prop- 
er measure of the desirability of these apartments in comparison with com- 
peting apartments. This would be indicated by the fact that after the 
year's renting effort, Manhassett Village has an average occupancy of only 
32%, compared with an average occupancy of apartments in St. Louis of ap- 
proximately 93%. This is especially true of the four room units with a 
present average occupancy of less than 21%. These conditions strongly in- 
dicate a lack ot need for these apartment dwellings in the St. Louis area. 
The fact that the government has made possible the dumping of large blocks 
of dwellings ona market in which a surplus already existed, instead of 
gradually adding to the surplus as the market would warrant, would also 
indicate a very complete lack of understanding of the local situation. 


In finding the value of the project as an investment the net in- 
come level is estimated from gross revenue and expenses which reasonably 
can be expected during an estimated economic life of forty years. Gross 
revenue fluctuates widely during active and inactive periods due to 
changes in rent levels and in occupancy. A drop of 30% in rents and 20% 
in occupancy would cause a decrease in gross revenue of 44%, From 1925 to 
1932 the average loss in gross revenue of apartment properties was ap- 
proximately 60% in the St. Louis area. The following calculations give 
the basis of establishing the equivalent net income level from which the 

(continued on the following page) 
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present worth (investment value) can be established. 








60 Apartments @ $540, Present Rent $ 32,400 
147 Apartments @ 584, Present Rent 85 , 848 
147 Apartments @ 612, Present Rent 90,963 
Present 100% Gross Revenue 209,211 
Present Estimated at 80% Future Level 261,510 
Estimated Vacancy 26,150 
Effective Gross Revenue $235 , 360 
Janitor Expense $10,000 Property Taxes $29,000 

Utility Expense 4,000 Insurance 6,000 
Heating Expense 22,000 Fees 100 

Management Expense 12,000 

Operating Expense 48,000 Fixed Expense 35,455 
Maintenance Grounds $ 2,500 Chauffeurs $ 2,400 
Maintenance Bldg. Exterior 7,020 Gas, Oil, Etc. 365 
Maintenance Bldg. Interior 15,000 Repairs 480 
Maintenance Equipment 5,000 Depreciation 400 
Maintenance & Repair Expense 29,520 Transp. Exp. 3,645 
Total Expense $116,600 
Net Income Level | $118,760 
Est. Net Income applicable to Land $ 11,970 
Est. Net Income applicable to Improvements 106,790 
Capitalization of Net Income-- 
Present Worth of Land-- $11,970 - .07 171,000 
Present Worth of Improvements-- $106,790 x 11.925 1,272,000 
Present Worth of Project $1,443,000 


Estimated Loss in Income until effective gross income 
reaches the estimated future level, say in 3 years-- 





lst yr.-119,000; 2nd yr.-75,000; 3d yr.-26,000 220,000 
APPRAISED PRESENT WORTH AS AN INVESTMENT $1,223,000 


(continued on page 51) 


TYPICAL APARTMENT LAYOUTS 
Note: R.A is Rentable Area 
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II-o" 1-0" ox 15-0" "x 15 Ox , cx 15-0 
4ROOM UNIT .#.. 4 ROOM UNIT #3 ROOM UNIT 
CROSS VENTILATION NO CROSS VENTILATION NO CROSS VENTILATION 
RENT $512° PER. MO. RENT $492° PER. MO. RENT $452° PER. MO 
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HE chart to the left shows the fluctuation of residential rents in thirty-two typical cities of 

the United States from 1916 to the present. The large chart, with the curve in red, shows the 

national average, and this national average is repeated in red on each city chart for compara- 
tive purposes. 


These charts are based on rents paid by families of wage earners and lower salary groups, 
since this information has been periodically determined by investigation of the Bureau of Labor 
Statistics. We have charted the material here, using 1917 as 100 on our index except in those 
cities where rent increases had started prior to that date. In these cities the charts were drawn 
on &@ base which would make them more nearly comparable with the others. This, for instance, was 
particularly true of Washington, D.C. where in 1916, 1917, and 1918 a tremendous amount of war acti- 
vity on the part of the government resulted in a housing shortage with high rents, while in other 
parts of the United States rents were relatively low. 


It will be noticed that rent levels in various cities were quite different during the 
last boom. In those cities where rapid growth brought about a marked shortage of housing accommoda- 
tions, rents rose farther than they did in those cities having little increase. Theoretically a 


city losing population at a rate sufficient to offset demolitions and obsolescence, viz., one in 
which the total supply of acceptable accommodations remained slightly in excess of the need without 
new building taking place, would have a rent level that would not increase even though the cost of 
new construction doubled. The increased cost of construction increases rent levels ONLY when new 
building is necessary to satisfy an effective demand. 


RESIDENTIAL RENTS OF OCCUPIED DWELLINGS 


BASED ON FIGURES COMPILED BY BUREAU OF LABOR STATISTICS 
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It will be noticed that the average of rents in the 32 cities 
showed a very slight upward movement in residences in the last half of 
1939, but a fairly pronounced drop in apartment rents. In 17 cities sin- 
gle dwelling rents are at a recovery high. This was true of apartment 
rents in only 9 of the 32 cities. 
In our opinion the reason for the poor behavior of apartment 
rents is the amount of apartment building by the U.S. Housing Authority, 
and of ill advised rental projects financed with FHA insured loans. 
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(continued from page 40) 

The wide discrepancy between the value originally appraised for 
loan purposes and the economic value as an investment appraised herein re- 
3ults from considering costs alone as value in the original set-up. It is 
well established that for investment properties of this type, income pro- 
duced from use is the sole factor in creating value, regardless of the 
zost of land and construction. 


Experience has demonstrated that large multiple dwelling pro- 
jects are hazardous ventures; gross income in periods of depression may 
drop to half the amount received in active periods, while net income may 
shrivel to nothing, or the property become a liability. There is very lit- 
tle cushion when 80% loans are made on multiple dwelling projects, espe- 
cially when the ownership of the equity is weak. 


In Manhassett Village, the initial renting period was equivalent 
to an extreme depression, because government representatives used bad 


judgment in appraising a real need for apartments of this type although 
there existed a surplus at that time. 


The distress in the initial renting period found the equity cor- 
poration of Manhassett Village, owned by the two secretaries, in a poor 
financial condition, in that its sole assets consisted of values of land 
and of services performed, without necessary working capital. It was un- 
able to meet mortgage requirements of principal and interest when they be- 
came due on September 16, 1939. The date for the foreclosure of Manhas- 
sett Village is set for February 26, 1940. 
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the FHA stopped almost a year ago. In January, 1939, Mortgages Se- 

lected for Appraisal exceeded January, 1938, by 160%. In January, 
1940, they ran under a year ago by 10%. Mortgages Accepted for Insurance 
in January, 1939, exceeded a year ago by 118%; in January, 1940, by 10%. 


Te chart and table above show quite clearly that the rapid growth of 


Mortgages Selected for Appraisal Compared with Year Ago 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan. 
+160% +102% +29% +12% 414% +4% -11% -8% -8% +2% -4% -13% -10%p 


Mortgages Accepted for Insurance Compared with Year Ago 


+118% +119% +58% +3% +419% +11% -13% -6% -9% +13% +2% +5% +10%p 
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